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-failure to recognize national  benefits of reduced petroleum
consumption that would come from reduced vulnerability to
supply disruptions and possible reduced price of foreign oil

-economic risks and benefits that are too large for an
individual  (or corporation) to justify actions

-uncertainty about government's intentions

The federal  government's conservation policies and programs must
address all of these market barriers in collaboration with state and
local governments.    The probable speed of market response to conservation
is a major unknown in the development of a coherent national conservation
strategy.

IV.    GOVERNMENT OBJECTIVES

The overall  objective is to encourage the adoption by the economy
of cost-effective (in comparison with other fuel  alternatives) conserva-
tion measures as rapidly as possible.    The principal means to attain
this objective is to use to the maximum extent existing market mechanisms,
using supplementary Federal actions only where market response is
impeded by structural problems such as limited access to capital,
minimal  investment incentives (e.g. landlord/tenant relationship),
incorrect signals including information, sluggish reaction times, or
inability to recognize broader national benefits.

"Maximum speed" implies enhanced Federal attention to conservation
and careful  evaluation of programs and other actions to see if federal
resources and actions are properly focused and are of the appropriate
magnitudes.    Deregulation of energy prices to bring them to their
true replacement costs is one, but not necessarily the fastest, way
to induce market response.    In the absence of rapid deregulation,
the quickest market response is likely to come from a combination of
aggressive marketing and information programs and financial  incentives.
Federal direct action in employing conservation measures in its own
buildings and upping mileage standards in its own vehicle fleet should
also bear near-term results as well as have a positive effect on the
nation.    Regulation can take longer and should be used only in particular
circumstances, e.g., where producers and builders are reluctant to move
to higher efficiency, known technology because of poor market signals
and where there are long lead times for conversion of product lines;  in
the case of buildings, their long lifetimes argue for regulation of
codes to assure high energy efficiency. Federally funded R&D by its
nature tends to be long term.    Institutional barriers, production lead
times, limited early market penetration rates and the research itself
all  add up to five to ten year lead times before significant conservation
effects are possible.     These programs have to pass other tests associated
with reduction of long run uncertainty in areas where private R&D is
clearly not going to act.
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